Notes to the Consolidated Financial Statements continued 
for the year ended 30 June 2011 


MUNICIPALITY GROUP 


2010 

2011 

2011 

2010 

R 

R 

R 

R 


18. TRADE RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Municipality / Group: 


As at 30 June 2011 

Service Debtors: 

Sewerage 

Water 

Water Rate Debtors 
Other Trade Debtors 

Total Trade Receivables from Exchange 
Transactions 


As at 30 June 2010 

Service Debtors: 

Sewerage 

Water 

Water Rate Debtors 
Other Trade Debtors 

Total Trade Receivables from Exchange 
Transactions 


Gross 

Balances 

R 


83,377,765 

26,691,891 

56,685,874 

17,201,820 

9,901,334 


110,480,919 


Gross 

Balances 

R 


61,977,807 

16,925,366 

45,052,441 

21,354,635 

5,377,261 


88,709,703 


Provision for 
Impairment 

R 


58,454,082 

12,109,898 

46,344,184 

8,491,663 

3,698,070 


70,643,815 


Provision for 
Impairment 

R 


40,781,469 

6,970,128 

33,811,341 


2,652,487 


43,433,956 


Net 

Balance 

R 


24,923,683 

14,581,993 

10,341,690 

8,710,157 

6,203,264 


39,837,104 


Net 

Balance 

R 


21,196,339 

9,955,238 

11,241,100 

21,354,635 

2,724,774 


45,275,748 


Included in Trade Receivables from Exchange Transactions is an amount of R5,3 million (201 0: R3,1 million) in respect 
of the consumption of metered services not billed as at 30 June. 

Trade Receivables from Exchange Transactions are billed monthly, latest end of month. The Credit Control Policy states 
that the average credit period for Trade Receivables is 30 days. Except for Water Rates, no interest and collection 
fees are charged on Trade Receivables. Such interest is charged at a fixed rate of 15,0% (fifteen percent) per annum 
on the outstanding balance. A once-off collection fee of 10,0% (ten percent) is raised after 31 January annually. The 
municipality enforces its approved Credit Control Policy to ensure the recovery of Trade Receivables. 

The municipality receives applications that it processes. Deposits are required to be paid for all water accounts 
opened. There are no consumers who represent more than 5% of the total balance of Trade Receivables. 

At 30 June 2011, the Municipality is owed R5 603 (30 June 2010: R6 137) million by National and Provincial 
Government. 
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R 

R 

R 
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18.1 Ageing of Trade Receivables from Exchange Transactions 
As at 30 June 2011 


Sewerage: 

Current 

0 - 30 days 

31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 

13,083,900 

1,877,218 

1,332,721 

10,398,053 

26,691,891 

Less: Provision for Impairment 

1,440,915 

1,474,595 

783,581 

8,410,806 

12,109,898 

Net Balances 

11,642,985 

402,623 

549,140 

1,987,246 

14,581,993 

Water: 






Gross Balances 

9,076,887 

3,811,202 

3,020,640 

40,777,144 

56,685,874 

Less: Provision for Impairment 

8,515,394 

2,206,424 

2,371,506 

33,250,859 

46,344,184 

Net Balances 

561,493 

1,604,778 

649,134 

7,526,285 

10,341,690 

Water Rates: 






Gross Balances 

8,610,157 

- 

100,000 

8,491 ,663 

17,201,820 

Less: Provision for Impairment 

13,439 

- 

53,802 

8,424,423 

8,491,663 

Net Balances 

8,596,719 

- 

46,198 

67,240 

8,710,157 

Other Debtors: 






Gross Balances 

- 

- 

- 

9,901 ,334 

9,901,334 

Less: Provision for Impairment 

- 

- 

" 

3,698,070 

3,698,070 

Net Balances 

- 

- 

- 

6,203,264 

6,203,264 


As at 30 June Trade Receivables of R1 9 035 908 were past due but not impaired. The age analysis of these Trade 
Receivables are as follows: 


All Trade Receivables: 


31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 


5,688,420 

4,453,362 

69,568,194 

79,709,975 

Less: Provision for Impairment 


3,681,020 

3,208,889 

53,784,159 

60,674,067 

Net Balances 


2,007,400 

1,244,472 

15,784,035 

19,035,908 

As at 30 June 2010 







Current 


Past Due 


Total 


0 - 30 days 

31-60 Days 

61-90 Days 

+ 90 Days 


Sewerage: 






Gross Balances 

7,330,160 

2,290,061 

706,701 

6,598,445 

16,925,366 

Less: Provision for Impairment 

- 

- 

371 ,683 

6,598,445 

6,970,128 

Net Balances 

7,330,160 

2,290,061 

335,018 

- 

9,955,238 

Water: 






Gross Balances 

17,790,719 

5,297,904 

1,885,918 

20,077,900 

45,052,441 

Less: Provision for Impairment 

6,549,618 

5,297,904 

1,885,918 

20,077,900 

33,811,341 

Net Balances 

11,241,100 

- 

- 

- 

11,241,100 
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MUNICIPALITY 
2010 2011 

R R 


GROUP 


2011 

R 


2010 

R 


18. 1 Ageing of Trade Receivables from Exchange Transactions continued 
As at 30 June 201 1 


Water Rates: 

Gross Balances 

Less: Provision for Impairment 


Net Balances 

Other Debtors: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 



As at 30 June Trade Receivables of R25 635 868 were past due but not impaired. The age analysis of these Trade 
Receivables are as follows: 


All Trade Receivables: 

Gross Balances 

Less: Provision for Impairment 


Net Balances 



18.2 Summary of Trade Receivables from Exchange Transactions by Customer Classification 





Consumers 

Industrial/ 

Commercial 

National 

and 

Provincial 

Government 

Other 



R 

R 

R 

R 

As at 30 June 201 1 

Current: 

0 - 30 days 

Past Due: 


19,135,176 

9,445,763 

2,190,005 

- 

31-60 Days 


3,609,963 

1,740,487 

337,969 

- 

61 - 90 Days 


2,843,646 

1,284,951 

324,765 

- 

+ 90 Days 


45,756,919 

11,159,278 

2,750,663 

9,901,334 

Sub-total 


71,345,705 

23,630,479 

5,603,402 

9,901,334 

Less: Provision for Impairment 


60,367,952 

6,577,793 

- 

3,698,070 

Total Trade Receivables by Customer 
Classification 

10,977,753 

17,052,686 

5,603,402 

6,203,264 

As at 30 June 2010 

Current: 

0 - 30 days 

Past Due: 


17,614,259 

7,144,109 

1,431,130 

- 

31 - 60 Days 


4,670,075 

2,129,901 

790,862 

- 

61 - 90 Days 


1,605,355 

652,871 

335,706 

- 

+ 90 Days 


36,052,381 

7,308.7*6 

3,579,048 

5,395,261 

Sub-total 


59,942,070 

17,23: 'i?,' 

6,136,746 

5,395,261 

Less: Provision for Impairment 


32,061,880 

6,77H h .1: 

- 

4,593,537 

Total Trade Receivables by Customer 
Classification 

27,880,190 

10,457,089 

6,136,746 

801,724 
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12. INTANGIBLE ASSETS continued 


Group: 


Carrying values at 01 July 2009 

Cost 

Accumulated Amortisation 

Acquisitions: 

Purchased 
Internally Developed 

Amortisation: 

Purchased 
Internally Developed 

Transfers: 

At Cost 

At Accumulated Amortisation 

Carrying values at 30 June 2010 

Cost 

Accumulated Amortisation 


Computer Software 
5,486,805 


5,486,805 

(8,250,800) 


7,387,268 


7,387,268 


(2,957,212) 


(2,957,212) 


49,446 


58,825 

(9,378) 


9,966,307 


21,183,698 

(11,217,391) 


Servitudes 

2,108,638 

2,108,638 


269,334 

269,334 


2,377,972 

2,377,972 



Total 

7 

595,443 

15 

846,243 

(8 

250,800) 

7 

656,603 

7 

656,603 

(2 

957,212) 

(2 

957,212) 

49,446 


58,825 


(9,378) 

12 

344,280 

23 

561,670 

(11 

217,391) 


The amortisation expense has been included in the line item 
“Depreciation and Amortisation” in the Statement of Financial 
Performance (see Note 31). 

All of the municipality’s Intangible Assets are held under freehold 
interests and no Intangible Assets had been pledged as security for 
any liabilities of the municipality. 


The following restrictions apply to Intangible Assets: 
- Financial Software: 


vfr 


(i) The system is non-assignable, non-transferable, and the 

municipality has no exclusive rights to use the system. 

(ii) The system may be used on only one database at 

any one time. 

(iii) The municipality, as the licensee, shall not grant usage of, or 

distribute, the system in its original or modified form, to a 
third party for the third party's benefit. 

(iv) The municipality has no intellectual property rights to the 

system. 



Refer to Appendix “B” for more detail on Intangible Assets. 
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MUNICIPALITY GROUP 


2011 

2011 

2010 

R 

18.3 Reconciliation of the Provision for Impairment 

R 

R 

Balance at beginning of year 

43,433,956 

28,410,599 

Impairment Losses recognised 

27,209,859 

14,846,112 

Impairment Losses reversed 

- 

- 

Amounts recovered 

- 

177,245 

Amounts written off as uncollectable 

" 

- 

Balance at end of year 

70,643,815 

43,433,956 


In terms of the financial instruments classification (Note 49.1), management has classified consumer debtors as 
loans and receivables for the purposes of assessing interest rate risk, credit risk and liquidity (Notes 49.4, 49.6.2 
and 49.8). The concentration of credit risk has been on residential consumers. Consequently, in determining the 
recoverability of debtors, the municipality has placed strong emphasis on verifying the indigent status of consumers. 
Provision for impairment of Consumer Debtors has been more aggressive in the year under review, and has been 
made in accordance with IAS 39, paragraph 64. In management’s professional judgement, no further credit provision 
is required in excess of the Provision for Impairment. 

Consumer Debtors comprise of a large number of ratepayers, dispersed across different industries and geographical 
areas. Ongoing credit evaluations are performed on the financial condition of these debtors. Consumer Debtors are 
presented net of a provision for impairment. 

No provision has been made in respect of government debt as these amounts are considered to be fully recoverable. 
The municipality holds collateral over these balances in the form of Consumer Deposits / Guarantees, which are not 
covering the total outstanding debt and vacant property respectively. 

18.4 Ageing of impaired Trade Receivables from Exchange Transactions 


Current: 



0 - 30 Days 

9,969,747 

6,549,618 

Past Due: 



31 - 60 Days 

3,681 ,020 

5,297,904 

61 - 90 Days 

3,208,889 

2,257,601 

+ 90 Days 

53,784,159 

29,328,832 

Total 

70,643,815 

43,433,956 


18.5 Derecognition of Financial Assets 

No Financial Assets have been transferred to other parties during the year. 

19. TRADE RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 



As at 30 June 2011 

Gross 

Provision for 

Net 


Balances 

Impairment 

Balances 


R 

R 

R 

Municipality: 

Payments made in Advance 

1,483,307 


1 ,483,307 

Government Subsidy Claims 

5,243,855 

1,613,200 

3,630,655 

Insurance Claims 

901,215 

- 

901,215 

Municipal Entities 

50,979 

- 

50,979 

Sundry Deposits 

1,017,415 

- 

1,017,415 

Sundry Debtors 

3,003,568 

1,962,583 

1,040,985 

Total Trade Receivables from Non- 
exchange Transactions 

11,700,338 

3,JtShffi3 

8,124,555 


3 


* 


m 
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MUNICIPALITY GROUP 


2010 

2011 

2011 

2010 

R 

R 

R 

R 


1 9. TRADE RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS continued 


As at 30 June 201 1 

Gross 

Provision for 

Net 


Balances 

Impairment 

Balances 

Group: 

R 

R 

R 

Payments made in Advance 

1,483,307 

- 

1,483,307 

Government Subsidy Claims 

6,049,855 

1,963,200 

4,086,655 

Insurance Claims 

901,215 

- 

901,215 

Municipal Entities 

- 

- 

- 

Sundry Deposits 

1,017,415 

- 

1,017,415 

Sundry Debtors 

3,124,459 

1,987,171 

1,137,289 


Total Trade Receivables from Non- 

12,576,251 

3,950,371 

8,625,880 

exchange Transactions 

As at 30 June 2010 

Gross 

Provision for 

Net 

Balances 

Impairment 

Balances 

Municipality: 

R 

R 

R 

Payments made in Advance 

- 

- 

- 

Government Subsidy Claims 

2,885,225 

2,885,225 

- 

Insurance Claims 

- 

- 

- 

Municipal Entities 

10,470 

- 

10,470 

Sundry Deposits 

1,017,415 

- 

1,017,415 

Sundry Debtors 

2,789,037 

- 

2,789,037 


Total Trade Receivables from 
exchange Transactions 

Group: 

Payments made in Advance 
Government Subsidy Claims 
Insurance Claims 
Municipal Entities 
Sundry Deposits 
Sundry Debtors 

Total Trade Receivables from 
exchange Transactions 

Trade Receivables from Non-exchange Transactions have been restated to correctly disclose the accrual for External 
Interest. Refer to Note 40.1 on “Correction of Error” for details of the restatement. 

The average credit period for Government Grants and Subsidies is dependent on the Government Department 
involved and the nature of the claim. No interest is charged on outstanding Government Grants and Subsidies. The 
subsidies are payable to the municipality due to allocations made in the DORA or based on agreements between the 
municipality and the relevant departments. 

Insurance Claims are amounts which are claimable in terms of the insurance contract entered into by the 
municipality. The average waiting period depends on the nature of the claim. No interest is charged on outstanding 
insurance claims. 

Included in Sundry Deposits is an amount of R539 737 (201 0: R539 737) in respect of cash deposits made to Eskom 
for the supply of electricity. 

Sundry Debtors are in respect of debits outstanding at year-end on normal business transactions entered into by the 
municipality. 

The municipality does not hold deposits or other security for its Other Trade Receivables. 

None of the Other Trade Receivables have been pledged as security for the municipality’s financial liabilities. 



120 | Ugu Annual Report 2010/201 1 




Notes to the Consolidated Financial Statements continued 
for the year ended 30 June 2011 


MUNICIPALITY GROUP 


2010 

2011 

2011 

2010 

R 

R 

R 

R 


19. 1 Ageing of Trade Receivables from Non-exchange Transactions 

As at 30 June 201 1 

Municipality: 


Payments made in Advance: 

Current 

0 - 30 days 

31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 

1 ,483,307 

- 

- 

- 

1,483,307 

Less: Provision for Impairment 

- 

- 

~ 

~ 


Net Balances 

1,483,307 

- 

- 

- 

1,483,307 

Government Subsidy Claims: 






Gross Balances 

- 

- 

- 

5,243,855 

5,243,855 

Less: Provision for Impairment 

- 

- 

- 

1,613,200 

1,613,200 

Net Balances 

- 

- 

- 

3,630,655 

3,630,655 

Insurance Claims: 






Gross Balances 

- 

- 

- 

901,215 

901,215 

Less: Provision for Impairment 

- 

- 

- 

- 

- 

Net Balances 

- 

- 

- 

901,215 

901,215 

Municipal Entities: 






Gross Balances 

- 

- 

- 

50,979 

50,979 

Less: Provision for Impairment 

- 

- 

- 

- 

" 

Net Balances 

- 

- 

- 

50,979 

50,979 

Sundry Deposits: 






Gross Balances 

- 

- 

- 

3,003,568 

3,003,568 

Less: Provision for Impairment 

" 

" 

- 

1,962,583 

1 ,962,583 

Net Balances 

- 

- 

- 

1,040,985 

1,040,985 


As at 30 June Other Trade Receivables of R6 641 248 were past due but not impaired. The age analysis of these Other 
Trade Receivables are as follows: 



All Other Trade Receivables: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 
Group: 


Payments made in Advance: 

Gross Balances 

Less: Provision for Impairment 


Net Balances 



31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 


- 

- 

10,217,032 

10,217,032 


- 

- 

3,575,783 

3,575,783 


- 

- 

6,641,248 

6,641,248 

Current 

0 - 30 days 

31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

1,483,307 

- 


- 

1,483,307 

1,483,307 

- 

- 

- 

1,483,307 
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2010 

2011 

2011 

2010 

R 

R 

R 

R 


19.1 Ageing of Trade Receivables from Non-exchange Transactions continued 

As at 30 June 2011 

Group: 


Government Subsidy Claims: 

Current 

0 - 30 days 

31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 

456,000 

- 

- 

5,593,855 

6,049,855 

Less: Provision for Impairment 

" 

~ 

- 

1,963,200 

1,963,200 

Net Balances 

456,000 

- 

- 

3,630,655 

4,086,655 

Insurance Claims: 






Gross Balances 

- 

- 

- 

901,215 

901,215 

Less: Provision for Impairment 

" 

~ 

- 


" 

Net Balances 

- 

- 

- 

901,215 

901,215 

Municipal Entities: 






Gross Balances 

- 

- 

- 

- 

- 

Less: Provision for Impairment 

" 

- 

" 

- 

" 

Net Balances 

- 

- 

- 

- 

- 

Sundry Deposits: 






Gross Balances 

- 

- 

- 

1,017,415 

1,017,415 

Less: Provision for Impairment 

" 

- 

" 

" 

- 

Net Balances 

- 

- 

- 

1,017,415 

1,017,415 


Sundry Debtors: 


Gross Balances 

22,181 

- 

B 

3,102,278 

3,124,459 

Less: Provision for Impairment 

- 

tW, 

- 

1,987,171 

1,987,171 

Net Balances 

22,181 

- 

- 

1,115,108 

1,137,289 


As at 30 June Other Trade Receivables of R6 664 393 were past due but not impaired. The age analysis of these Other 
Trade Receivables are as follows: 


All Other Trade Receivables: 


31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 


- 

- 

10,614,763 

10,614,763 

Less: Provision for Impairment 


- 

~ 

3,950,371 

3,950,371 

Net Balances 


- 

- 

6,664,393 

6,664,393 

Municipality: 







Current 


Past Due 


Total 


0 - 30 days 

31-60 Days 

61-90 Days 

+ 90 Days 


Payments made in Advance: 






Gross Balances 

- 

- 

- 

- 

- 

Less: Provision for Impairment 

~ 

~ 

~ 

~ 


Net Balances 

- 

- 

- 

- 

- 
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2010 

2011 

2011 

2010 

R 

R 

R 

R 


19. 1 Ageing of Trade Receivables from Non-exchange Transactions continued 

As at 30 June 201 1 

Group: 


Government Subsidy Claims: 

Current 

0 - 30 days 

31-60 Days 

Past Due 

61-90 Days 

+ 90 Days 

Total 

Gross Balances 

- 

- 

- 

2,885,225 

2,885,225 

Less: Provision for Impairment 

~ 

- 

~ 

2,885,225 

2,885,225 

Net Balances 

- 

- 

- 

- 

- 

Insurance Claims: 






Gross Balances 

- 

- 

- 

- 

- 

Less: Provision for Impairment 

- 

- 

~ 

- 

" 

Net Balances 

- 

- 

- 

- 

- 

Municipal Entities: 






Gross Balances 

- 

- 

- 

10,470 

10,470 

Less: Provision for Impairment 

- 

- 

- 

- 

" 

Net Balances 

- 

- 

- 

10,470 

10,470 

Sundry Deposits: 






Gross Balances 

- 

- 

- 

2,789,037 

2,789,037 

Less: Provision for Impairment 

" 


" 

- 

" 

Net Balances 

- 

- 

- 

2,789,037 

2,789,037 

Sundry Debtors: 






Gross Balances 

- 

- 

- 

3,102,278 

3,124,459 

Less: Provision for Impairment 

- 

- 

- 

1,987,171 

1,987,171 

Net Balances 

- 

- 

- 

1,115,108 

1,137,289 


As at 30 June Other Trade Receivables of R3 81 6 921 were past due but not impaired. The age analysis of these Trade 
Receivables are as follows: 


All Other Trade Receivables: 





Past Due 


Total 


31-60 Days 

61-90 Days 

+ 90 Days 



- 

- 

6,702,146 

6,702,146 


~ 

~ 

2,885,225 

2,885,225 


- 

- 

3,816,921 

3,816,921 

Current 


Past Due 


Total 

0 - 30 days 

31-60 Days 

61-90 Days 

+ 90 Days 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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MUNICIPALITY GROUP 


2010 

2011 

2011 

2010 

R 

R 

R 

R 


19.1 Ageing of Trade Receivables from Non-exchange Transactions continued 

As at 30 June 2011 

Group: 

Current Past Due 

0 - 30 days 31-60 Days 61-90 Days + 90 Days 

Government Subsidy Claims: 

Grass Balances 
Less: Provision for Impairment 

Net Balances 


Insurance Claims: 


Gross Balances 

- 

- 

- 

- 

* 

Less: Provision for Impairment 

" 

" 

- 


" 

Net Balances 

- 

- 

- 

- 

- 

Municipal Entities: 






Gross Balances 

- 

- 

- 

- 

- 

Less: Provision for Impairment 

" 

- 

- 

- 

" 

Net Balances 

- 

- 

- 

- 

- 

Sundry Deposits: 






Gross Balances 

- 

- 

- 

2,114,000 

2,114,000 

Less: Provision for Impairment 

" 

- 

- 

" 

- 

Net Balances 

- 

- 

- 

2,114,000 

2,114,000 

Sundry Debtors: 






Gross Balances 

- 

- 

2,114,000 

2,114,000 

2,114,000 

Less: Provision for Impairment 

- 


" 

" 

- 

Net Balances 

- 

- 

2,114,000 

2,114,000 

2,114,000 


- 

- 

- 

4,999,225 

4,999,225 

4.999.225 

2.885.225 

- 

- 

- 

2,114,000 

2,114,000 


As at 30 June Other Trade Receivables of R6 089 1 49 were past due but not impaired. The age analysis of these Other 
Trade Receivables are as follows: 


All Other Trade Receivables: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 


Past Due Total 

31-60 Days 61-90 Days + 90 Days 


- 

14,202 

8,960,172 

2,885,225 

8,974,374 

2,885,225 

- 

14,202 

6,074,947 

6,089,149 
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for the year ended 30 June 2011 


MUNICIPALITY 
2010 2011 

R R 


GROUP 


2011 

R 


2010 

R 


2 , 002,201 

2 , 993,622 

( 2 , 110 , 598 ) 


2 , 885,225 
1 , 962,583 
( 1 , 272 , 025 ) 


2,885,225 


3,575,783 


2 , 885,225 


1 , 962,583 
1 , 613,200 


2,885,225 


3,575,783 


19.2 Reconciliation of Provision for impairmen 

Balance at beginning of year 
Impairment Losses recognised 
Impairment Losses reversed 
Amounts written off as uncollectable 

Balance at end of year 

The Provision for Impairment on Other Trade Receivables exists 
predominantly due to the possibility that these debts may not be 
recovered. Loans and receivables were assessed individually and 
grouped together at the Statement of Financial Position as financial 
assets with similar credit risk characteristics and collectively 
assessed for impairment. 

The Provision for Impairment was calculated after grouping all the 
financial assets of similar nature and risk ratings and assessing the 
recoverability. 

In determining the recoverability of a Debtor, the municipality 
considers any change in the credit quality of the Debtor from 
the date credit was initially granted up to the reporting date. The 
concentration of credit risk is limited due to most of these debtors 
being sundry in nature. Accordingly, management believe that there 
is no further credit provision required in excess of the Provision for 
Impairment. 

The following loans and receivables are included in the total amount 
of the Provision for Impairment : 

Sundry Debtors 
Government Subsidy Claims 
Other 

Total Provision for Impairment on Other Trade Receivables 


2 , 885,225 

2 , 337,171 

( 1 , 272 , 025 ) 


2 , 002,201 

2 , 993,622 

( 2 , 110 , 598 ) 


3,950,371 


2,885,225 


1 , 962,583 

1 , 963,200 2 , 885,225 

24,587 


3,950,371 


2,885,225 


19,474,078 


31,430,291 



20. VAT RECEIVABLE 
Vat Receivable 

VAT is payable on the payments basis. Once payment is received 
from debtors, VAT is paid over to SARS. 

No interest is payable to SARS if the VAT is paid over timeously, but 
interest for late payments is charged according to SARS policies. 
The municipality has financial risk policies in place to ensure that 
payments are effected before the due date. 

The municipality was undergoing a VAT audit at year-end to confirm 
the completeness and validity of the net VAT due to the municipality. 
Subsequent to year end, the municipality received VAT refunds from 
SARS. 

BANK, CASH AND CASH EQUIVALENTS 


Bank, Cash and Cash Equivalents 
Bank Overdraft 

Total Bank, Cash and Cash Equivalents 

For the purposes of the Statement of Financial Position and the 
Cash Flow Statement, Bank, Cash and Cash Equivalents include 
Cash-on-Hand, Cash in Banks and Investments in Money Market 
Instruments, net of outstanding Bank Overdrafts. 


31,493,583 


43 , 477,405 




155 , 096,837 

( 4 , 465 ) 

155,092,372 
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MUNICIPALITY 

2010 2011 2011 

R R R 

21.1 Current Investment Deposits 

26,546,485 10,986,355 Call Deposits 11,622,775 

GROUP 

2010 

R 

28,037,571 

5,488,964 

5,754,880 

Notice Deposits 

5,790,880 

5,524,964 

17,838,885 

- 

Short-term Portion of Investments 

- 

17,838,885 

49,874,334 

16,741,235 

Total Current Investment Deposits 

17,413,655 

51,401,420 



Call Deposits are investments with a maturity period of less than 3 
months and earn interest rates varying from 5,25% to 6,25% (201 0: 
6,25% to 8,65%) per annum. 

Notice Deposits are investments with a maturity period of less than 

1 2 months. No deposits were held for 201 0/1 1 (2010: earn interest 
rates varying from 6,25% to 8,65% per annum). 

Short-term Investment Deposits are attributable to Funds as follows: 

Capital Replacement Reserve 



- 

- 

External Financing Fund 

- 

- 

32,035,449 

17,054,027 

Unspent Conditional Grants 

17,054,027 

32,035,449 

17,838,885 

- 

Repayment of Long-term Liabilities 

- 

17,838,885 

" 

(312,792) 

Available for Operational Purposes 

359,628 

1,527,087 

49,874,334 

16,741,235 

Total Short-term Investment Deposits 

17,413,655 

51,401,420 

102,857,239 

24,963,783 

21.2 Bank Accounts 

Cash in Bank 

26,054,902 

103,672,937 

(4,465) 

" 

Bank Overdraft 

- 

(4,465) 

102,852,775 

24,963,783 

Total Bank Accounts 

26,054,902 

103,668,472 

30,042,339 

12,033,008 

The Municipality has the following bank accounts: 

Absa Bank Ltd - Port Shepstone 

Account Number 406 668 6529 (Primary Bank Account): 

Cash book balance at beginning of year 

Cash book balance at end of year 

12,033,008 

30,042,339 

12,033,008 

25,167 

25,167 

12,033,008 

5,422,341 

30,042,339 

» 

Bank statement balance at beginning of year 

30,042,339 

5,422,341 

30,042,339 

84,862 

Bank statement balance at end of year 

84,862 

30,042,339 

3,791,348 

4,984,163 

Account Number 406 668 6472 (General Bank Account): 

Cash book balance at beginning of year 

4,984,163 

3,791 ,348 

4,984,163 

2,367,405 

Cash book balance at end of year 

2,367,405 

4,984,163 

4,898,155 

6,531,144 

Bank statement balance at beginning of year 

6,531,144 

4,898,155 

6,531,144 

2,364,705 

Bank statement balance at end of year 

2,364,705 

6,531,144 

49,775 

735,260 

Account Number 406 668 6294 (Collection Account): 

Cash book balance at beginning of year 

735,260 

49,775 

735,260 

804,620 

Cash book balance at end of year 

804,620 

735,260 

8,536 

49,775 

Bank statement balance at beginning of year 

49,775 

8,536 

49,775 

815,424 

Bank statement balance at end of year 

815,424 

49,775 
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MUNICIPALITY 


GROUP 


2010 

R 


546,714 

(4,465) 


546,714 

434,242 


5,249 

366 


52,518 

53,516 


3,462,447 

3,849,306 


3,462,447 

3,849,306 


7,550,367 

9,032,140 


7,550,367 

9,032,140 


212,170 

209,722 


212,170 

209,722 


461,736 

13,274 



72,000,000 


2011 

R 

(4,465) 

21.2 Bank Accounts continued 

Absa Bank Ltd - Port Shepstone continued 

Account Number 406 671 0647 (Consumer Deposits Bank Account): 
Cash book balance at beginning of year 

2011 

R 

(4,465) 

2010 

R 

546,714 

652,933 

Cash book balance at end of year 

652,933 

(4,465) 

434,242 

Bank statement balance at beginning of year 

434,242 

546,714 

1,228,042 

Bank statement balance at end of year 

1,228,042 

434,242 

366 

Account Number 406 660 3763 (Salaries Account): 

Cash book balance at beginning of year 

366 

5,249 

111,894 

Cash book balance at end of year 

111,894 

366 

53,516 

Bank statement balance at beginning of year 

53,516 

52,518 

205,500 

Bank statement balance at end of year 

205,500 

53,516 

3,849,306 

Account Number 406 757 0977 (Sanlam Group Life Account): 

Cash book balance at beginning of year 

3,849,306 

3,462,447 

4,601,481 

Bank statement balance at end of year 

4,601,481 

3,849,306 

3,849,306 

Bank statement balance at beginning of year 

3,849,306 

3,462,447 

4,601,481 

Bank statement balance at end of year 

4,601,481 

3,849,306 

9,032,140 

Account Number 406 668 6367 (MIG Project Account): 

Cash book balance at beginning of year 

9,032,140 

7,550,367 

5,785,698 

Cash book balance at end of year 

5,785,698 

9,032,140 

9,032,140 

Bank statement balance at beginning of year 

9,032,140 

7,550,367 

5,785,698 

Bank statement balance at end of year 

5,785,698 

9,032,140 

209,722 

Account Number 407 187 0797 (Disaster Account): 

Cash book balance at beginning of year 

209,722 

212,170 

207,171 

Cash book balance at end of year 

207,171 

209,722 

209,722 

Bank statement balance at beginning of year 

209,722 

212,170 

207,171 

Bank statement balance at end of year 

207,171 

209,722 

13,274 

Account Number 407 198 0239 (Market Account): 

Cash book balance at beginning of year 

13,274 

461,736 

533,418 

Cash book balance at end of year 

533,418 

13,274 

13,273 

Bank statement balance at beginning of year 

13,273 

461,736 

553,418 

Bank statement balance at end of year 

553,418 

13,273 

72,000,000 

Account Number 407 626 7341 (EFF Bank Account): 

Cash book balance at beginning of year 

72,000,000 


3,559 

Cash book balance at end of year 

3,559 

72,000,000 

72,000,000 

3,559 

Bank statement balance at beginning of year 



Bank statement balance at end of year 

3.5M 

72,000,000 
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MUNICIPALITY 


2010 

R 


450,040 

156,545,446 

(54,142,712) 


102,852,775 


5,110 


5,110 


120 , 121,000 

35,147,000 

14,538,236 

169,806,237 


2011 

R 


9,870,437 


9,870,437 


275,628 

121,881,384 

(97,193,229) 

24,963,783 


4,910 


4,910 


161 ,009,000 
38,831,516 
4,400,257 
204,240,773 


GROUP 

2011 

R 


2010 

R 


21.2 Bank Accounts continued 


Absa Bank Ltd - Port Shepstone continued 

Account Number 407 755 1917 (Conditional Grants Account): 

Cash book balance at beginning of year 

Cash book balance at end of year 9,870,437 

Bank statement balance at beginning of year 

Bank statement balance at end of year 9,870,437 


The Entity has the following bank accounts: 

Absa Bank Ltd - Port Shepstone 


Account Number 4074 2365 6586 (Primary Bank Account): 


Cash book balance at beginning of year 81 5,697 

Cash book balance at end of year 1,091,119 


Bank statement balance at beginning of year 852,781 

Bank statement balance at end of year 1 ,267,490 


Bank Accounts are attributable to Funds as follows: 


Capital Replacement Reserve 

Unspent Conditional Grants 

Available for / (Utilised by) Operational Purposes 

Total Bank and Cash 

Interest on overdrawn current accounts are charged at the banker’s 
prime rate (Entity: Banker's prime rate plus two per cent per annum), 
interest is earned at different rates per annum on favourable 
balances. 


275,628 

121,881,384 

(96,102,110) 

26,054,902 


21.3 Cash and Cash Equivalents 

Cash Floats and Advances 
Other Cash Equivalents 




8,848 


Total Cash on hand in Cash Floats, Advances and Equivalents 

The municipality did not pledge any of its Cash and Cash Equivalents 
as collateral for its financial liabilities. 

No restrictions have been imposed on the municipality in terms of 
the utilisation of its Cash and Cash Equivalents. 


8,848 


22. OPERATING LEASE ASSETS / RECEIVABLES 


The municipality had no long-term arrangements to be classified as 
operating lease agreements for the two financial years. 


23. GOVERNMENT GRANTS AND SUBSIDIES 

161,009,000 
38,831,516 
6,590,257 
206,430,773 


Provincial Equitable Share 
Levies Replacement 
Other Grants Received 

Operational Grants 


815,697 - 


852,781 


450,040 

156,545,446 

(53,327,014) 


103,668,472 


22,481 


22,481 


120 , 121,000 

35,147,000 

16,678,236 

171,946,237 
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MUNICIPALITY 


GROUP 


526,279,024 


120 , 121,000 

(120,121,000) 


1,142,449 

802,272 

(847,014) 


1,097,707 


2010 

R 

2011 

R 

356,472,787 


246,123,085 

847,014 


1,111,817 

25,147 


777,170 

247,413,148 


207,378,065 

23,704,050 


2,169,915 

6,974,133 


2,495,663 

625,437 


1 ,698,437 

- 


283,576 

74,058,270 


28,148,818 

- 


2,059,625 

345,844 


" 


450,363,859 


161,009,000 

(161,009,000) 


1 ,097,707 
1,000,000 
(1,111,817) 


985,890 




2011 

R 

23. GOVERNMENT GRANTS AND SUBSIDIES continued 


Conditional Grants 

246,123,085 

National: FMG Grant 

1,111,817 

National: DEAT Grant 

777,170 

National: MIG Grant 

207,378,065 

National: DWAF Grant 

2,169,915 

Provincial: Local Government Grants 

2,495,663 

Provincial: Dept of Sport & Recreation Grant 

1 ,698,437 

Provincial: Dept of Transport Grant 

283,576 

Provincial: Dept of Local Government & Traditional Affairs Grant 

28,148,818 

Other Spheres of Government Grants: DBSA 

2,059,625 

Other Spheres of Government Grants: Industrial Development 
Corporation 




Total Government Grants and Subsidies 

452,553,859 

Operational Grants: 


23. 1 National: Equitable Share 


Balance unspent at beginning of year 

- 

Current year receipts 

161,009,000 

Conditions met - transferred to Revenue: Operating Expenses 

(161,009,000) 

Conditions met - transferred to Revenue: Capital Expenses 

- 

Conditions still to be met - transferred to Liabilities (see Note 9) 

- 

In terms of the Constitution, this unconditional grant is used 
primarily to subsidise the provision of basic services to the 
community. All registered indigents receive a monthly subsidy 
towards the cost of basic services, which is funded from this grant. 

No funds were withheld. 


Conditional Grants: 


23.2 National: Finance Management Grant (FMG) 


Balance unspent at beginning of year 

1,097,707 

Current year receipts 

1,000,000 

Conditions met - transferred to Revenue: Operating Expenses 

(1,111,817) 

Conditions met - transferred to Revenue: Capital Expenses 

- 

Conditions still to be met - transferred to Liabilities (see Note 9) 

985,890 

The Financial Management Grant is paid by National Treasury to 
municipalities to help implement the financial reforms required by 
the Municipal Finance Management Act (MFMA), 2003. The FMG 
Grant also pays for the cost of the Financial Management Internship 
Programme (e.g. salary costs of the Financial Management Interns). 

No funds were withheld. 



2010 

R 


356,472,787 

847,014 

25,147 

247,413,148 

23,704,050 

6,974,133 

625,437 

74,058,270 

345,844 


528,419,024 


120 , 121,000 

(120,121,000) 


1,142,449 

802,272 

(847,014) 


1,097,707 



Ugu Annual Report 2010/2011 | 129 





Notes to the Consolidated Financial Statements continued 
for the year ended 30 June 2011 


MUNICIPALITY GROUP 


2010 

2011 


2011 

2010 

R 

R 

23.3 National: Economic Affairs and Tourism Grant (DEAT) 

R 

R 

458,924 

651,600 

Balance unspent at beginning of year 

651,600 

458,924 

217,823 

2,827,280 

Current year receipts 

2,827,280 

217,823 

(40,876,515) 

(114,029,434) 

Conditions met - transferred to Revenue: Operating Expenses 

(114,029,434) 

(40,876,515) 

(206,536,633) 

(93,348,632) 

Conditions met - transferred to Revenue: Capital Expenses 

(93,348,632) 

(206,536,633) 

82,200,825 

11,374,293 

Conditions still to be met - transferred to Liabilities (see Note 9) 

11,374,293 

82,200,825 



The MIG grant is aimed at supplementing municipal budgets to 
eradicate backlogs in municipal infrastructure utilised in providing 
basic services for the benefit of poor households and for the 
provision, rehabilitation and renewal of municipal infrastructure . 

No funds were withheld. 





23.4 National: Local Government Grants 



5,815,930 

1,471,916 

Balance unspent at beginning of year 

1,471,916 

5,815,930 

2,630,118 

1,023,747 

Current year receipts 

1,023,747 

2,630,118 

(6,527,600) 

(2,495,663) 

Conditions met - transferred to Revenue: Operating Expenses 

(2,495,663) 

(6,527,600) 

(446,532) 

- 

Conditions met - transferred to Revenue: Capital Expenses 

- 

(446,532) 

1,471,916 

(0) 

Conditions still to be met - transferred to Liabilities (see Note 9) 

(0) 

1,471,916 



Various grants are paid by Provincial Local Government to help 
implement the IDP, PMS, Sports Stadium and financial reform 
initiatives as required by the Municipal Finance Management Act 
(MFMA), 2003 and the Municipal Systems Act (MSA), 2000. No 
funds have been withheld. 





23.5 National: Municipal Infrastructure Grant MIG) 



147,291,281 

82,200,825 

Balance unspent at beginning of year 

82,200,825 

147,291,281 

182,322,693 

136,551,533 

Current year receipts 

136,551,533 

182,322,693 

(40,876,515) 

(114,029,434) 

Conditions met - transferred to Revenue: Operating Expenses 

(114,029,434) 

(40,876,515) 

(206,536,633) 

(93,348,632) 

Conditions met - transferred to Revenue: Capital Expenses 

(93,348,632) 

(206,536,633) 

82,200,825 

11,374,293 

Conditions still to be met - transferred to Liabilities (see Note 9) 

11,374,293 

82,200,825 



The MIG grant is aimed at supplementing municipal budgets to 
eradicate backlogs in municipal infrastructure utilised in providing 
basic services for the benefit of poor households and for the 
provision, rehabilitation and renewal of municipal infrastructure . 

No funds were withheld. 





23.6 National: Dept of Water Affairs and Foresty Grant (DWAF) 



18,090,121 

4,520,271 

Balance unspent at beginning of year 

4,520,271 

18,090,121 

10,134,200 

14,014,000 

Current year receipts 

14,014,000 

10,134,200 

(10,877,351) 

(2,039,761) 

Conditions met - transferred to Revenue: Operating Expenses 

(2,039,761) 

(10,877,351) 

(12,826,700) 

(130,154) 

Conditions met - transferred to Revenue: Capital Expenses 

(130,154) 

(12,826,700) 

4,520,271 

16,364,356 

Conditions still to be met - transferred to Liabilities (see Note 9) 

16,364,356 

4,520,271 



DWAF grants are aimed at supplementing municipal budgets 
to assist with the construction of water delivery infrastructure, 
execution of water service delivery and the development of an 
Asset Management Plan. No funds were withheld. 
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MUNICIPALITY 


2010 

R 


2011 

R 


23.7 Provincial: Dept of Public Works Grant 

2,479,744 - Balance unspent at beginning of year 

Current year receipts 

(2,479,744) - Conditions met - transferred to Revenue: Operating Expenses 

Conditions met - transferred to Revenue: Capital Expenses 
Conditions still to be met - transferred to Liabilities (see Note 9) 

Public Works Grants are utilised to construct or upgrade various 
infrastructure of informal settlement areas within the municipal 
district through utilising labour intensive construction methods 
in order to maximise job creation for local communities and 
opportunities for emerging contractors. No funds were transferred 
to the municipality for the year under review. 


3,316,512 2,825,629 

134,554 

(625,437) (846,187) 

(852,249) 

2 , 825,629 1 , 127,193 


23.8 Provincial: Dept of Sport and Recreation Grant 

Balance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to Revenue: Operating Expenses 
Conditions met - transferred to Revenue: Capital Expenses 
Conditions still to be met - transferred to Liabilities (see Note 9) 

The purpose of the grant received from the Department of Sport 
and Recreation was to promote mass participation of a number of 
selected sport codes and related activities within disadvantaged 
communities in conjunction with other recreation federations, as 
well as to assist with the construction of the Ugu Sports and Leisure 
Centre. No funds were withheld. 


270,063 283,576 

13,513 

(283,576) 


283,576 0 


23.9 Provincial: Dept of Transport Grant 

Balance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to Revenue: Operating Expenses 
Conditions met - transferred to Revenue: Capital Expenses 
Conditions still to be met - transferred to Liabilities (see Note 9) 

This funding was furnished by the KZN Department of Transport to 
assist with the preparation of a Public Transport Plan as required 
by the National Land Transport Transition Act, 2000. No funds were 
transferred to the municipality for the year under review. 


71,878,105 

43,129,126 


(32,411,523) 

(41,646,748) 

40 , 948,961 





23.10 Provincial: Dept of Cooperative Governance and 
Traditional Affairs Grant 


40,948,961 
44,950,574 
(19,991 ,731) 
(8,157,087) 

57 , 750,717 


b 


Balance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to Revenue: Operating Expenses 
Conditions met - transferred to Revenue: Capital Expenses 
Conditions still to be met - transferred to Liabilities (see Note 9) 


Grants received from CoGTA are utilised to assist municipalities in 
building in-house capacity to perform their functions and stabilise 
institutional and governance systems as required by the Municipal 
Structures Act. They are aimed at supplementing municipal 
budgets to assist with the assessment of water service delivery 
mechanisms, water delivery planning and water services technical 
support. Funding was also received to assist with the construction 
of the Ugu Sports and Leisure Centre. No funds were withheld. 


2011 

R 


2,825,629 

(846,187) 

(852,249) 

1 , 127,193 


283,576 

(283,576) 


0 


40,948,961 

44,950,574 

(19,991,731) 

(8,157,087) 

57 , 750,717 


GROUP 

2010 

R 


2,479,744 

(2,479,744) 


3,316,512 

134,554 

(625,437) 


2 , 825,629 


270,063 

13,513 


283,576 


71,878,105 

43,129,126 

(32,411,523) 

(41,646,748) 

40 , 948,961 
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2010 

R 


1,302,859 

65,143 


1,368,002 


476,743 

6,545 

(345,844) 


137,444 


1,509,328 

1,509,328 


47,577,385 

5,370,854 


52,948,239 


MUNICIPALITY 

2011 

R 


1 ,368,002 
2,630,053 
(2,059,625) 

1,938,429 


137,444 


137,444 


19,186,143 


19,186,143 


52,948,239 

9,011,067 

(19,186,143) 

42,773,163 


GROUP 

2011 

R 


2010 

R 


23. 1 1 Other Government: DBSA 

Balance unspent at beginning of year 1,368,002 1,302,859 

Current year receipts 2,630,053 65,143 

Conditions met - transferred to Revenue: Operating Expenses 

Conditions still to be met - transferred to Liabilities (see Note 9) 1 ,938,429 1 ,368,002 

The purpose of this grant was to assist with the development of 
business plans for the seven flagship projects in the municipal 
area. The objectives of the projects are to enhance rural 
economic development and broad-based community information 
dissemination and empowerment. No funds were withheld. 


23. 12 Other Government: Industrial Development Corporation 


Balance unspent at beginning of year 1 37,444 476,743 

Current year receipts - 6,545 

Conditions met - transferred to Revenue: Operating Expenses - (345,844) 

Conditions met - transferred to Revenue: Capital Expenses 

Conditions still to be met - transferred to Liabilities (see Note 9) 137,444 137,444 


The purpose of this grant was to assist with the development of 
business plans for the seven flagship projects in the municipal 
area. The objectives of the projects are to enhance rural 
economic development and broad-based community information 
dissemination and empowerment. No funds were withheld. 


23. 13 Changes in levels of Government Grants 


Based on the allocations set out in the Division of Revenue Act, 
(Act No 06 of 2011), government grant funding is expected to 
increase over the forthcoming two financial years 2011/12 and 
2012/13. 

24. PUBLIC CONTRIBUTIONS AND DONATIONS 


Conditional Contributions 
Unconditional Contributions 





19,186,143 


— 

Total Public Contributions and Donations 1 9,1 86,1 43 


24. 1 Reconciliation of Conditional Public Contributions 
and Donations 


24. 1. 1 Developers’ Contributions 

Balance unspent at beginning of year 52,948,239 

Current year receipts 9,01 1 ,067 

Conditions met - transferred to Revenue: Operating Expenses 



(19,186,143) -_ 

42,773,163 52,948,239 


The District Municipality receives funds from Public Developers to 
provide municipal services to new developments. These contributions 
were utilised for this purpose. No funds have been withheld. 


Conditions met - transferred to Revenue: Capital Expenses 
Conditions still to be met - transferred to Liabilities (see Note 9) 


1 32 | Ugu Annual Report 201 0/201 1 


« jj 


